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Wage  rates  so  far  in  World  War  II  have  risen  at  about  the  same  rate  as  during 

THE  COMPARABLE  PERIOD  OF  THE  FIRST  WORLD  WAR.  WAGES  ARE  A  LARGE  PART  OF  PROCESS- 
ING AND  MARKETING  COSTS,  AND  SO  THE  TRENO  OF  INDUSTRIAL  WAGE  RATES  WILL  BE  AN  IM- 
PORTANT FACTOR  AFFECTING  COMMODITY  PRICES  DURING  THE  WAR.  The  MOVEMENT  OF  PRICES 
OR   LIVING  COSTS   ALSO   AFFECTS  WAGE   RATES  TO  SOME  EXTENT. 
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STJMKARY 

Consumer  demand  for  farm  products  over  the  next  few  months  is 
exnected  to  "be  maintained  around  recent  high  levels.    The  geia sra3 
trend  for  the  year  as  a  whole  will  he  upward. 

Curtailment  of  civilian  goods  production  incident  to  the  shift 
from  a  defense  to  a  war  economy  is  resulting  in  some  tearoorary  unem- 
ployment.   Many  of  the  di-splaced  workers  in  civilian  industries  will 
he  nuickly  reemployed,  and  the  hours  and  pay  of  those  in  factories 
producing  for  war  will  continue  to  increase.    The  net  effect  on  the 
money  income  of  consumers  of  the  shift  over  to  war  pro  chic  tier,  proh&bly 
will  he  to  slow  up  the  rate  of  increase  rather  than  to  sto-)  it.  Al- 
though increased  tar.es  and  defense  "bond  sales  may  ahsorh  much  of  the 
net  gain  in  consumer  income  during  the  next  few  months,  the  income  avail- 
able for  food,  clothing,  and  other  nond.urahle  ^oods  ■'•fill  he  increased  "by 
the  elimination  of  automohile  -production  and  curto.ilmer-t  in  output  of 
other  durahle  consumer  yrocucts.    Additional  factors  of  strength  in  the 
demand  for  agricultural  products  are  the  needs  of  our  Allies  as  war 
operations  increase  and  a  strong  storage  and  svoeculrtive  cemrnd.  The 
net  effect  of  all  these  cor.ditions  is  expected,  to  he      stronger  demand 
for  farm  products  in  19^2  as  a  whole  than  in  any  year  °ince  1919* 

The  pressure  of  rising  consumer  income  in  relation  to  the  volume 
of  goods  and.  services  available  ^or  civilian  use  will  he  a  factor  tend- 
ing to  raise  the  general  level  of  prices  this  year.    The  pressure  will 
he  the  strongest  on  commodities  in  shortest  supply,  hut  price  controls 
and  rationing  of  some  of  these  commodities  will  tned  to  limit  expendi- 
tures for  them  and  consequently  to  increase  the  -pressure  on  other  prod- 
ucts in  large  supply,   including  farm  commodities. 
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The  Emergency  Price  Control  Act  of  13U2,  approved  by  the  President 

1 

January  30.  for  the  general  -outdo se  01  checking  "speculative  and  excessive 
price  rises,  price  di ^locations,  and  inflationary  tendencies",  provides 
for  extensive  Government  regulation  of  commodity  prices,  rents  and  mar- 
keting margins.    It  is  yet  too  early  to  form  definite  conclusions  re- 
garding the  probable  net  over-all  effects  on  the  general  price  level  of 
the  controls  provided  for  in  this  Act,  "but  the  controls  exercised  over 
a  limited  nuaber  of  commodities  before  the  passage  of  the  Act  (see  chart 
on  inside  cover  page  of  January  is  rue)  had  "been  attended  with  considerable 
success. 

Although  marketings  of  livestock  and  livestock  products  continued 
heavy  in  January  and  prices  received  "by  farmers  advanced      percent  from 
December  to  January,  crop  marketings  receded  from  the  high  ra.te  of  late 
19^1  and  cash  income  from  sales  probably  declined  considei-ablp  more  than 
is  usual  for  the  month.    Preliminary  indications  based  on  price  changes 
in  central  markets  suggest  that  farmers  generally  were  receiving  some- 
what lo^er  prices  for  the  products  sold  in  mid-February  than  for  those 
sold  a  month  earlier.    For  19^-1-2  as  a  whole  income  from  marketings  may 
not  increase  as  much  as  the  2.9  billion-dollar  increase  of  I9U1,  but  in- 
come for  the  "ear  may  "be  as  large  as  in  any  previous  year  except  1919- 

—  February  17,  19U2 

The  situation  bp  commodities  is  as  follows: 

Wheat :  The  winter  wheat  crop,  in  general ,  continues  in  promising 

condition,  with  recent  additional  moisture  favorable  to 
growth  in  some  eastern  sections.     v'Jheat  stocks  in  the  United 
States  as  of  Januar."  1,  19^-2  are  estimated  a,t  ^SZ  million 
bushels.    This  is  169  million  bushels  above  a  rear  earlier 
and  38I  million  bushels  above  2  "ears  earlier.    Cn  the  basis 
of  July  1  stocks  and  production  and  July-December  disappear- 
ance and  probable  increa.sed  feeding  of  wheat  as  a.  result  of 
the  Government  selling  -orogram,  it  now  appears  that  the 
ca.rr.p- over  Jul"  1,  19^2  may  be  .-'"bout  S30  million  "bushels. 
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The  revised  carry-over  figure  for  July  1,  19H1  is  3&5  million 
bushel  s . 

Cotton ;  The  daily  rate  of  domestic  cotton  consumption  increased  con- 

siderably in  January  and  si.'.ghtly  exceeded  the  urevious 
rocord.  reached  in  Koveiiber  I9U1.    Because  of  the  relatively 
heavy  rerul'r events  for  particular  dualities,  the  Department 
of  Agriculture  recent! r  announced  production  programs  and 
loan-rate  schedules  designed  to  increase  greatly  the  19^2 
production  of  long  staple  cotton.    Under  a  new  sale?  pro- 
gram, also  designed  to  provide  manufacturers  with  needed 
supplies,  nearly  3^0,000  "bales  (the  limit  for  any  one  month) 
of  Governmen t-ovme d  cotton  moved  into  the  "free"  supply 
during  January. 

Feed  grains!    Prices  of  cora  and  oats  changed  very  little  during  the  past 
month,  while  the  price  of  barley  declined.    Increases  in  the 
price  of  corn  and  other  feed  grains  from  present  levels  will 
"be  limited  b;-  recent  measures  ta':en  "h    the  Department  of 
Agriculture  to  make  available  edecuate  feed  supplies  for  in- 
creased •  production  cf  livestock  products.    On  February  1 
about  JO  million  bushels  of  19^-1  corn  and  ISO  million  bushels 
of  old  corn  were  under  seal  and  90  million  bushels  were  o-med 
by  the  Government . 

Hogs:  The  winter  peals  in  hog  marketings  was  reached  in  mid- January . 

Slaughter  supplies  of  hogs  probably  will  continue  a  little 
larger  than  a  year  earlier  curing  the  next  month  or  so,  "out 
the  sTsonal  dccr°-'  se  in  marketings  from  mid -January  through 
March  or  early  April  mar  bo  greater  than  in  that  period  last 
yea.r.    Hog  prices  advanced  sharpl*r  in  late  January  and  early 
February. 

3eef  cattle:     Slaughter  supplies  of  well-f ini shod  cattle  may  continue 

large  throughout  the  late  winter,  but  they  are  expected  to 
be  reduced  relative  to  a  year  earlier  during  the  spring  and 
summer.    Cattle  urices  have  not  changed  grer.tly  during  the 
past  month. 

Lambs '  Slaughter  supplies  of  sheep  and  lambs  are  erected  to  be 

larger  than  a  ye  ~-?  earlier  during  the  r  -ma.ind.or  of  the  fed- 
lamb  marketing  season  -  through  April.    La^.ib    .rices  have  de- 
clined moderately  since  mid-January,  but  the"  are  still  sub- 
stantial l1/  higher  than  a  year  earlier. 

Wool:  Military  reouirc--v?nts  for  vool  will  be  lar  ;e  in  I9H2,  but 

mill  consumption  for  civilian  uses  is  being  restricted  by 
Government  ordur.    '.rith  maximum  prices  now  in  effect  and 
with  prices  of  domestic  v/cois  about  at  "ceiling"  levels, 
price  changes  iron  urosent  levels  are  likely  to  be  moderate. 
Kill  c m ;ruTr>^ ion  of  apparel  wool  on  a.  -reos-    «horn  and  pulled 
b^sis  totaled  977  million  uounds  in  19^1  compared  with  a  5" 
year  average  ( 1935-3°)  of  575  million  pounds,    '."'lie  19U1  con- 
sumption was  b    for  the  largest  in  2^  "ears  of  record. 


Dairy  products:  Production  of  milk  end  of  most  manufactured  dairy  products 
is  expected  to  he  larger  in  1942  than  in  1941,    As  a  result 
of  the  expected  improvement  in  demand  conditions,  however , 
prices  of  dairy  products  may  average  somewhat  higher  than 
a  irear  earlier. 

Poultry  and         Egg  production  will  increase  seasonally  until  April  and  will 
eggs :  continue  much  larger  than  a  year  earlier.    Egg  prices  de- 

clined during  the  past  month  mostly  as  a  result  of  the  in- 
crease in  egg  marketings,  but  continue  to  be  much  higher 
than  a  year  earlier*    Current  supplies  of  chicken  meat  are 
larger  than  a  year  ago,     Cn  February  1  farmers  indicated 
they  intended,  to  purchase  about  12  percent  more  baby  chicks 
this  year  than  in  1.941a 

Oilseeds,  Factory  stocks  of  fats  and  oils  were  reduced  nearly  SCO 

fats  and  million  pounds  ourir^  1941  a    A  further  reduction  in  stocks 

oils:  probably  will  occur  in  1942,  as  a  r  esult  of  the  high  rate 

of  domestic  consumption,  large  purchases  for  lend~lea.se, 
and  curtailment  of  imports  from  the  Pacific  region.  The 
maximum  price  schedule  for  fats ' and  oils  was  increased  on 
January  ?■-,  effective  February  4,  the  maximum  price  for  lard 
wa.s  again  raised,  while  the  "ceiling"  on  linseed  oil  was 
removed* 

Fruit:  The  carry-over  cf  California,  canned  fruits  at  the  beginning 

of  the  1941-42  season  will  be  smaller  than  normal,  and  may 
bo  the  smallest  in  the  last  7  years.    The  demand  for  fruit 
for  canning  will  be  greater  this  year  than  last  if  tin 
supplies  are  adequate. 

Potatoes:  Smaller  supplies  of  potatoes,  combined  with  incroased  con- 

sumer purchasing  power,  will  probably  hole,  current  prices 
■of  potatoes  well  above  the  levels  reached,  a  year  ago. 
Planting  intentions  and  Government  price-support  indicate 
relatively  higher  prices  through  1942  than  those  received  a 
year  earlier. 

Truck  crops:        Market  prices  in  early  February  declined  somewhat  as  delayed 
supplies  from  winter  vegetable  areas  became  available. 
Early  truck  crop  acreage  reports  and  demand  prospects  indi- 
cate that  average  prices  this  spring  will  be  near  or  slightly 
a.bove  those  received  a  year  ago. 

Dry  edible  Greatly  increased  demand  and  Government  price-support  for 

beans:  the  record  crop  expected  in  1942  probably  will  maintain  the 

high  prices  now  being  paid  for  the  very  large  1941  crop. 

DEMAND 


Demand,  for  farm  products  over  the  next  few  months  is  expected  to  be 
maintained  around  recent  high  levels,  with  the  general  trend,  upward  for  the 
year  as  a  whole.    The  sharp  rise  in  the  demand  for  farm  products  during  1941 
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was  evidenced  by  a  rise  of  more  than  4C  percent  in  prices  received  by  farmers 
during  a  year  of  record  output* 

During  the  next  few  morths  curtailment  of  civilian  goods  production 
necessitated  by  the  shift  fror  a  defense  to  b  war  economy  will  be  an  offset 
to  rapid  expansion  in  production  of  war  ecuigmert.    The  net  effect  on  indus- 
trial production  is  expected  to  be  a  continuation  of  the  sidevd.se  movement 
of  the  index  during  the  past  8  months.     During  this  period  the  index  of 
industrial  production  (rot  corrected  for  seasonal  variation)  averted  164 
percent  of  the  IS 24-39  average,  the  same  as  in  January,    The  general  effects 
of  the  changsover  to  a  war  economy  are  apparent  in  the  Federal  Works  Agency 
January  estimates  of  employment  and  unemployment  showing  1  million  workers 
with  job  connect ionr  but  rot  actually/  working,  comperod  with  half  as  many 
in  the  previous  month,  the  increase  beirg  largely  due  to  workers  displaced 
in  civilian  industries  by  shifts  to  war  production,    Evan  lsrger  totals  of 
such  temporary  unemployment  may  be  reported  eoor,  but  many  of  the  v.-orkers 
displaced  in  civilian  industries  will  be  quickly  reemployed  at  work  con- 
nected directly  or  indirectly  with  the  war  effort,    furthermore,  workers  in 
factories  producing  for  war  will  be  working  longer  hours  and  receiving  more 
pay,  offsetting  in  whole  or  in  part  the  effects  or  consumer  demand  of  these 
temporary  dislocations. 

Although  an  increase  in  consumer  income  during  the  next  few  months 
may  be  offset  by  h.irh.er  tax  payments  and  defense  bond  purchases,  the  amount 
left  over  ^nr  fooa,  clothing,  other  nondurable  goods ,  and  services  undoubtedly 
will  be  increased  because  of  the  elimination  of  automobile  production  and 
curtailment  of  production  of  other  durable  consumer  goods. 

Appraisal  of  the  outlook  for  changes  in  demand  for  farm  products  in 
1942  differs  in  many  respects  from  such  an  appraisal  in  peace  times.    In  the 
absence  of  v.'ar  the  forecaster  is  faced  with  the  problem  of  estimating  the 
direction  of  changes  in  productive  activity,  the  general  price  level,  employ- 
ment and  morey  purchasing  power,  as  well  as  of  estimating  the  extent  of 
probable  changes •    With  the  economy  being  rapid?.y  geared  to  an  all-out  war 
effort,  it  is  practically  certain  that  productive  activity,  employment ,  wage 
rates,  and  commodity  prices  in  gerorel  will  not  decline.    Although  the 
direct  ion  of  movement  (using  1941  as  a  brr.ch  mark)  is  a  practical  certainty, 
the  problem  of  estimating  the  amount  of  change  remains.    As  the  shift  to 
implement-j  of  war  takes  place,  a  growing  portion  of  the  aggregate  output 
(as  measured  by  the  Federal  Reserve  index)  will  be  in  terms  of  man-hcurs  of 
labor  expended  arc  a  declining  Tonortion  rill  be  in  terms  of  physical  units. 
Under  these  conditions  it  is  obvious  that  any  substantial  difference  in  the 
amount  of  labor  required  in  processing  and  fabricating  a  given  amount  of 
materials  irto  tanks  or  other  v.ar  equipment,  compared  with  that  needed  for 
building  automobiles,  refrigera.tcrs  s  or  other  durable  civilian  goods,  would 
be  reflected  in  a  cnangc  in  the  index  of  production  without  a  corresponding 
change  in  the  volumo  of  materials  consumed. 

Some  light  is  tiirown  upon  the  probable  effects  on  the  production 
index  of  changes  in  labor  requirements  for  war  goods  compared  with  civilian 
goods  by  a  comparison  of  values  per  ton  of  finished  war  implements  (ranging 


all  the  way  from  Lea"}/  tanks  to  airplanes)  and  the  values  of  civilian  goods 
(such  as  automobiles  and  refrigerators) ■    Another  method  is  tc  compare  labor 
requirements  per  dollar  of  value  of  these  groups  of  products*    Both  of  these 
comparisons  indicate  substantially  higher  labor  requirements  per  ton  of 
finished  product  for  war  equipment  than  for  durable  civilian  goods.  Phis 
suggests  that  the  Federal  I  escrve  index  might  increase  substantially  in  an 
all-out  war  effort  even  if  there  vsre  no  increase  in  the  aggregate  amount  of 
raw  materials  used  up  or  in  the  physical  volume  of  goods  produced.  (Raw 
materials  available  for  the  manufacture  of  civilian  and  war  goods  in  1942 
are  expected,  to  bo  not  greatly  in  excess  of  the  1941  supply.) 

The  food  ncedc  of  our  Allies  will  become  greater  as  war  operations 
increase,  reserves  of  sore  foods  ray  need  to  be  increased  as  a  matter  cf  in- 
surance, and  for  some  agricultural  products  the  former  competition  from 
imports  will  be  negligible.    Although  speculative  and  storage  demand  may  be 
held  in  check  to  come  extent  by  price  controls,  it  will  be  a  factor  cf 
strength  in  the  general  demand  situation.    Together  with  the  upward  trend 
of  consumer  income,  these  conditions  should  recu.lt  in  a  stronger  demand  for 
farm  products  in  1942  as  a  whole  than  in  any  year  since  1919. 

THE  GENERAL  HIICS  LEVEL 

The  Emergency  Price  Control  Act  of  1942,  approved  by  the  President  on 
January  50,  provides  for  extensive  Government  regulation  of  commodity  prices, 
rents,  and  marketing  margins.    It  authorizes  the  establishment  of  maximum 
prices  which  in  the  judgment  of  the  Price  Administator  "will  be  generally 
fair  and  equitable  and  will  effectuate  the  purposes  of  this  Act,"  which  in 
general  are  to  check  ''speculative  and  excessive  price  rises,  price  disloca- 
tions, and  inflationary  tendencies." 

The  Act  states  that  "So  far  as  practicable,  in  establishing  any 
maximur.  price,  the  Administrator  shall  ascertain  and  give  due  consideration 
to  the  prices  prevailing  between  October  1  and  October  15,  1941."  Provi- 
sion is  made  for  adjustments  in  maximum  prices  to  take  account  of  changes 
in  costs  of  production  and  distribution  and  other  conditions. 

For  agricultural  commodities  no  maximum  price  is  to  be  established 
below  the  highest  of  cry  of  the  following  prices,  as  determined  and  published 
by  the  Secretary  of  Agriculture:     (1)  110  percent  of  the  parity  or  coropar- 
able  price  "or  the  cormodity,  adjusted  by  the  Secretary  of  Agriculture  for 
grade,  location,  and  seasonal  differentials;  (2)  the  market  price  en  October  1 
1941  j  (5)  the  market  price  on  December  15,  1941;  or  (4)  the  average  price 
during  the  period  July  1,  1019  to  June  50,  1929. 

Tho  Act  also  provides  that  "AJo  maximum  price  shall  be  established  or 
maintained  for  any  commodity  processed  or  manufactured  in  --.hole  or  sub- 
stantial part  from  any  agricultural  commodity  belovr  a  price  which  will  re- 
flect to  producers  of  such  agricultural  commodity  a  price  for  such  agricul- 
tural commodity  equal  to  the  highest  price  therefor  specified,"  and  nothing 
in  the  Act  is  to  be  construed  to  modify  the  provisions  of  the  Agricultural 
Larketing  Act  of  1937,  as  amended,  or  to  invalidate  any  marketing  agreement, 
license,  or  order  under  the  provisions  of  that  Act.    ho  maximum  prico  for 


any  agricultural  commodity  is  to  be  established  under  the  Act  without  the 
prior  approval  of  the  Secretary  of  Agriculture, 

IJo  direct  and  specific  controls  over  --age  rates  ere  included  in  the 
Act,  but  the  latter  specifies  that  "it  shall  be  the  policy  of  those  depart- 
ments and  agencies  of  the  Government  dealing  with  wages  (including  the 
Department  of  Labor  and  its  various  tureaur ,  the  War  Department,  the  Navy 
Department,  the' War  irodv.ction  Boar  i,  the  National  Leber  deletions  &rru~d, 
the  national  Mediation  Board,  the  rational  War  Labor  Bocrd  and  others  here- 
tofore or  hereafter  created),  within  the  limits  of  their  authority  and 
jurisdiction,  to  ivork  toward  a  stabilization  of  prices,  fair  and  equitable 
wages,  and  cost  of  production," 

It  is  yet  too  eariy  to  fern  definite  conclusions  regarding  the 
probable  ef.^ec'rs  of  these  price  controls  en  the  general  leT~ol  of  prices. 
The  ceilings  for  nonagricultural  comr.odity  prices  established  since  the 
passage  of  the  Act  generally  have  been  at  levels  of  prices  prevailing  prior 
to  October  15,  although  the  general  level  of  nonag ri cultural  coracdity 
prices  now  is  about  3  percent  above  the  mid-Ccto".  ^r  level.    As  notod,  the 
Act  provides  for  adjustments  in  price  ceiiirgs  to  allow  for  change s  in 
costs  of  production  raid  other  conditions,    huch  c.c per.es,  therefore,  upon 
the  changes  which  may  cccur  in  these  condition's.    It  is  evident  from  the 
announcements  of  Government  officials  that  complete  reliance  will  not  be 
placed  upon  the  Price  Control  Act  to  hold  down  prices.    There  will  be  an 
effort  alco  to  reduce  the  upward  pressure  on  commodity  prices  by  bringing 
the  volume  of  money  purchasing  power  of  consumers  available  for  spending 
into  better  balance  with  the  reduced  quantity  of  goods  which  will  be  avail- 
able for  civilian  consumption  resulting  from  the  conversion  of  plants  and 
diversion  of  ma.teria.ls  to  war  production.    Among  the  possible  methods  of 
effecting  this  adjustment  are  higher  taxes  and  increased  sales  of  defense 
bonds  to  the  public. 

Attempts  have  been  made  by  various  or ganizations  in  recent  weeks  to 
measure  the  prospective  degree  of  "unbalance"  between  the  money  incomes  of 
consumers  and  the  prospective  volume  of  civilian  goods  and  services  in  1942 
compared  with  1941,    This  unbalance  has  been  commonly  referred  to  as  the 
"inflation  gap"  cr  "inflationary  wedge."    These  terms  may  be  roughly  defined 
as  the  increase  in  the  number  of  dollars  available  to  consumers  for  spend- 
ing plus  the  decrease  in  the  combined  value  of  goods  and  services  available 
for  consumer  purchase,  assuming  no  change  in  prices. 

Some  rather  startling  figures  bearing  on  this  inflation  gap  have 
been  published.    According  to  one  estimate,  while  the  national  income  will 
increase  in  1942  by  at  loast  enough  to  offset  increased  taxes  and  defense 
bond  sales,  the  volume  of  civilian  goods  produced  will  fall  at  least  IS  per- 
cent below  that  of  19C2.    This  would  indicate  a  decline  of  more  than  60  per- 
cent in  the  quantity  of  factory  goods  available  for  consumer  use,  and  if 
the  increase  in  population  is  taken  into  account  ?t  would  mean  that  per 
capita  product;  on  for  civilian  use  would  be  perhaps  20  percent  below  1952 
Yihereas  per  capita  income  available  after  taxes  and  bond  sales  would  be  about 
three-fourths  ha  flier  • 

Another  agency  estimates  that  the  total  of  goods  and  services  avail- 
able for  civilian  consumption  "under  a  maximum  war  effort"  would  be  about 


the  same  as  in  1953,  or  the  lowest  level  of  the . past  generation  after  allow- 
ing for  population  changes*    With  the  increase  in  national  income  (after 
taxes)  in  prospect  this  would  mean  about  25-30  billion  dollars  of  "excess 
purchasing  power"  in  the  hands  of  consumers,  or  about  1,5  dollars  of  pur- 
chasing power  for  every  1  dollar  of  civilian  goods  an.d  services  available 
at  prices  prevailing  just  before  the  all-out  war  effort. 

If  these  estimates  were  correct  the  upward  pressure  on  prices  would 
be  tremendous,  and  the  most  stringent  and  complete  system  of  price  controls 
and  rationing  would  be  necessary  if  prices  were  to  be  kept  from  rising  to 
extremely  high  levels.     Exit  computations  of  this  Bureau  indicate  that  the 
"inflation  gap"  is  actually  much  less  than  is  indicated  by  the  foregoing 
figures . 

Using  the  method  used  in  preparing  the  chart  on  the  cover  page  of 
the  December  issue  of  this  report,  and  assuming  an  increase  in  the  total 
volume  of  industrial  production  in  1942  over  1941  of  about  10-15  percent 
(see  January  issue  for  Justification  of  this  assumption),  the  total  volume 
of  factory-processed  goods  and  services  available  for  civilian  use  in  194-2 
would  be  about  20  percent  below  194-1«     (This  allows  for  no  inventory  changes 
in  either  year,  no  changes  in  prices,  and  assumes  war  expenditures  in  line 
with  the  message  of  the  President  to  the  Congress,  and  also  assumes  that 
the  number  of  man-hours  per  ton  of  materials  is  no  greater  in  the  produc- 
tion of  war  equipment  than  in  the  production  of  civilian  goods.)  Assuming 
an  increase  in  national  income  in  1942  over  1941  (with  no  change  in  prices) 
of  about  8  percent,  and  allowing  for  prospective  increases  in  taxes  but  not 
in  defense  bond  sales,  money  purchasing  power  left  in  the  hands  of  con- 
sumers in  1942  would  be  about  2  percent  greater  than  in  1941.     Those  figures 
would    mean  an  "inflation  gap,"  or  increase  in  money  purchasing  power  rela- 
tive to  goods  and  services  produced  for  civilian  consumption,  of  about  25 
percent  compared  with  1941.    If  allowance  were  made  for  the  fact  that 
inventories  of  consumer  goods  in  the  hands  of  dealers  and  producers  were 
increasing  markedly  in  1941  ard  probably  will  decrease  substantially  in 
1942,  and  allowing  also  for  ircreased  defense  bond  sales,  the  size  of  the 
gap  would  be  considerably  smaller e 

Actually,  of  course,  the  so-called  inflation  gap  is  continually  being 
bridged  by  the  diversion  of  income  to  uses  (taxes,  defense  bonds  and  other 
savings)  not  allowed  for  in  the  computations,  or  by  higher  prices  for  the 
goods  available.    The  value  of  such  computations  is  in  checking  up  on  fore- 
casts of  the  general  level  of  prices,  production,  and  consumer  incomes.  In 
the  present  instance,  the  size  of  the  "gap"  as -computed  above  (allowing  for 
inventory  changes)  corresponds  roughly  with  the  15  to  20  percent  increase 
in  the  general  price  level  in  1942  over  the  average  for  1941  which  was 
indicated  in  the  annual  outlook  report  for  1942 . 

Pegardless  of  which  assumptions  arc  justified  or  the  method  of  com- 
putation used,  however,  it  is  evident  that  the  pressure  of  rising  consumer 
incomes  in  relation  to  the  volume  of  goods  and  services  available  for 
civilian  use  will  be  a  strong  factor  tending  to  raise  the  general  level  of 
prices  in  1942.    This  pressure  will  not  bo  equally  distributed  over  all 
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commodities  and  services,  but  will  be  strongest  on  those  in  shortest  supply. 
For  some  of  these,  rationing  and  price  fixing  will  be  necessary  to  hold  do-wn 
the  price  rise. 

HI  ICES  AFD  INCCME  RECEIVED  BY  FJRHffiS 

Income  from  farm,  marketings  over  the  next  few  months  is  expected  to 
continue  substantially  above  that  in  corresponding  months  of  1941,  but  will 
decline  more  than  usual  from  December  when  there  were  unusually  heavy 
marketings  of  tobacco,  cotton,  wheat,  several  minor  crops,  and  meat  animals. 
The  proportion  of  1941  crops  remaining  for  sale  in  the  current  calendar  year 
is  smaller  than  a  year  earlier,  but  sales  of  livestoci:  and  livestock  prod- 
ucts in  the  aggregate  will  continue  substantially  above  1941,    The  general 
level  of  prices  farmers  are  now  receiving  for  their  products  is  more  than 
40  percent  higher  than  the  level  a  year  earlier  and  is  expected  to  continue 
well  above  the  1941  level  during  the  next  few  months.     During  the  first 
quarter  of  1941  prices  averaged  103  percent  of  the  1910-14  average  and  then 
rose  sharply,  so  that  the  average  gain  for  1942  as  a  whole  is  not  likely 
to  be  as  large  as  the  present  gain  over  a  year  ago. 

In  December  1941  favorable  weather  for  agricultural  production,  to- 
gether with  rising  prices,  brought  about  the  largest  volume  of  agricultural 
marketings  for  any  December  of  record  and  resulted  in  a  rise  in  the  season- 
ally adjusted  index  of  cash  income  from  farm  marketings  to  134  percent  of 
the  1924-29  average  compared  with  112,5  in  Hovember.    Substantial  contribu- 
tions to  the  December  gain  in  the  adjusted  index  of  income  were  made  by 
the  meat  animal,  crop,  and  poultry  groups  of  products,  whereas  the  in- 
come from  dairy  products  rose  somewhat  less  than  is  usual  for  the  month. 
Livestock  marketings  continued  heavy  in  January  end  prices  received  by 
farmers  rose  sharply,  but  crop  marketings  receded  from  the  high  level  of 
December  and  cash  income  from  all  marketings  probably  declined  considerably 
more  than  is  usual, 

A  six -point  rise  in  the  index  of  prices  received  by  farmers  in 
January  to  149  percent  of  the  1910-14  average  carried  the  index  to  about 
the  1924-29  average  level,     (The  all-time  peak  was  244  in  May  1920.) 
Preliminary  indications  are  that  the  index  of  prices  received  declined 
between  mid-Januar?/-  and  February,    Prices  paid  by  farmers  rose  three  points 
in  January  to  146  percent  of  the  1910-14  average  and  to  the  highest  level 
since  July  1930,    The  index  of  prices  paid  probably  will  be  higher  in 
February  than  it  was  in  January  and  is  expected  to  continue  to  rise 
generally  through  the  year.    The  ratio  of  prices  received  by  farmers  to 
prices  paid,  which  has  fluctuated  around  100  percent  of  the  1910-14  aver- 
age since  last  July,  was  102  in  January,    Except  for  a  short  period  in 
1936-37,  when  farm  marketings  were  small  as  a  result  of  drought  conditions, 
this  is  the  first  time  in  12  years  that  prices  received  have  been  in  ap- 
proximate balance  with  prices  paid,  using  the  1910-14  relation  as  the  basis 
of  comparison. 

COTTON 

The  daily  rate  of  domestic  mill  consumption  in  January,  of  44,000 
bales,  was  somewhat  above  the  previous  record  readied  last  November i  The 
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proportion  of  the  manufacturers'  output  required  to  meet  Government  orders 
is  rapidly  increasing,  and  every  effort  is  being  made  to  speed  up  cotton 
textile  production. 

Because  of  the  high  rate  of  domestic  consumption  -  now  expected  to 
reach  close  to  11-]/?.  million  bales  for  the  season  -  and  the  heavy  demand 
for  particular  qualities  to  meet  military  requirements,  acreage  and  produc- 
tion goals  have  been  set  locking  to  a  substantial  increase  in  the  1942 
domestic  production  of  long  staple  cotton.    This  increase  is  to  be  accom- 
plished within  the  present  acreage  allotments  by  encouraging  producers  to 
shift  to  varieties  giving  longer  staples e    Special  premiums  which  will 
prevail  under  the  1942  loan  program  were  announced  on  February  5, 

A  comparatively  steady  advance,  extending  from  mid-October  to 
January  27,  took  the  basic  price  of  cotton  at  the  10  markets  to  20,11  cents 
on  the  latter  date.    This  was  the  highest  in  nearly  13  years,  2-3/4  cents 
higher  than  a  month  earlier,  and  10  cents  above  a  year  earlier.  Following 
such  a  sharp  advance,  much  of  which  was  apparently  due  to  inflationary 
developments,  it  was  not  surprising  that  at  least  some  temporary  decline 
should  occur,,    Despite  the  net  decline  of  about  3/4  cent  from  late  January 
to  February  14,  generally  attributed  at  least  in  part  to  uncertainties  as 
to  the  Government's  price-control  and  cotton-sales  policies,  the  price  on 
the  latter  date  was  still  92  percent  higher  than  a  year  earlier*    It  was 
115  percent  abowe  the  1938-39  average,  the  last  year  prior  to  World  War  II, 
and  the  gain  in  price  compares  with  the  gain  of  only  about  30  percent  in 
the  corresponding  period  of  World  War  I, 


On  February  16  the  Commodity  Credit  Corporation  again  considered 
bids  on  cotton  offered  for  sale  under  the  General  Cotton  Sales  Program, 
Under  this  program,  together  with  small  sales  under  two  other  programs,  the 
Department  disposed  of  almost  300,000  bales  during  January,    This  is  the 
limit  for  any  calendar  month,  and  1,500,000  bales  is  the  limit  for  the 
calendar  year  1942, 


WHEAT 

Wheat  stocks  in  the  United  States  as  of  January  1,  1942  are  esti- 
mated at  983  million  bushels.    This  is  269  million  bushels  above  a  year 
earlier  and  381  million  bushels  above  2  years  earlier.    On  the  basis  of 
July  1  stocks  and  nro duct ion  and  July-December  disappearance,  and  probable 
increased  feeding  of  wheat  as  a  result  of  the  Government  selling  program, 
it  now  appears  that  the  carry-over  July  1,  1942  may  be  about  630  million 
bushels.    The  revised  carry-over  figure  for  July  1,  1941  is  385  million 
bushels. 


The  winter  wheat  crop,  in  general,  continues  in  promising  condi- 
tion, with  recent  additional  moisture  favorable  to  growth  in  some  eastern 
sections.    In  the  central  and  eastern  Wheat  Belt  there  have  been  reports 
of  heaving  but  injury  is  apparently  light.    In  Texas  growth  of  wheat  has 
been  slow  because  of  dryness,  but  general  condition  is  still  fairly  good. 
In  other  parts  of  the  Southwest  progress  was  mostly  good,  with  little  winter 
injury  apparent. 


Domestic  wheat  or ices  are  generally  1  to  4  cents  lower  than  a  month 
ago,  when  they  were  little  below  the  5-year  peak  reached  January  12,  On 
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February  16,  market  prices  compared  rlth  loan  values  as  follows:    At  St, 
Louis,  Kansas  City  and  Minneapolis ,  they  were  17.  12,  and  4  cents,  respec- 
tively, above,  an^i  at  Portland  they  were  3  cents  beiov.      Thus  prices,  except 
for  soft  red  winter  (Stc  Louis),  are  generally  below  the  loan  plus  16  cents, 
the  level  at  which  stochs  of  the  Co:nmodity  Credit  Corporation  are  offered 
to  the  commercial  trade 0    The  quantity  of  such  wheat  sold  by  the  Corporation 
through  January  31  totaled  about  25  million  bushels*    The  Corporation  also 
sold  about  4  million  bushels,  at  feed-grain  price  levels,  under  the  feed 
program  announced  January  19,  leaving  holdings  on  January  31  of  1939  and 
1940  pooled  wheat  of  about  136  million  bushels. 

The  quantity  of  the  1941  crop  reported  under  loan  January  31,  the 
closing  date  for  making  loans,  was  about  354-  pillion  bushels,  making  a 
total  under  loan  of  about  359  million  bushels*    Of  this  quantity  about  122 
million  bushels  are  on  farms  and  about  237  million  bushels  in  warehouses. 

FATS,  OILS ,  AMD  OILSEEDS 

Domestic  production  of  fats  end  oils  was  at  a  record  level  in  1941, 
but  factory  and  warehouse  stocks  were  reduced  nearly  300  million  pounds 
(12  percent)  during  the  year,.    In  view  of  the  current  high  rate  of  domestic 
consumption,  the  large  purchases  for  lend-lease  shipments,  and  the  curtail- 
ment of  imports  of  oilseeds  and  oils  resulting  from  wan  in  the  Pacific,  a 
further  reduction  in  stocks  of  fats  arid  oils  probably  will  occur  in  1942, 

Maximum  prices  on  fats  and  oils  were  raised  by  a  minimum  of  11  per- 
cent cn  January  2;  prices  in  January  advanced  to  or  near  the  r.ew  maximum 
levels.    Effective  February  4,  the  maximum  price  on  lard  was  again  in- 
creased, while  the  ceiling  on  linseed  oil  was  removed*    Prices  of  soybeans, 
flaxseed,  and  peanuts  for  oil  also  advanced  in  January,  reflecting  a  strong 
demand  for  both  crv.shing  and  seed  purposes,    Lar^e  increases  in  acreage 
are  in  prospect  for  these  crops  in  1C4  2, 

Consumption  of  oleomargarine  was  47  million  pounds  (15  percent) 
larger  in  1941  than  in  1940,    Consumption  of  butter,  on  the  other  hand,  was 
68  million  pounds  (3  percent)  smaller  than  a  year  earlier,  despite  a  slightly 
increased  production.     Improvement  in  consumer  income  in  1941  was  reflected 
chiefly  in  an  lC-uercent  increase  in  the  average  wholesale  price  of  butter 
at  Chicago  and  a  7-percont  increase  in  the  price  of  margarine.    Cold  storage 
holdings  of  butter  on  January  1,  1942,  totaling  114  million  pounds,  -were 
at  a  near-record  level  for  that  time  of  year* 

CCRN  AND  OTHER  FEEDS 

Market  prices  of  corn  and  oats  changed  very  little  during  the  past 
month,  barley,  soybean  meal,  and  linseed  meal  advanced,  while  wheat  mill  feeds 
and     cottonseed  meal  declinedo    The  price  of  corn  and  other  feed  grains  may 
increase  somewhat  from  present  levels  during  the  next  few  months,  but  gains 
may  be  limited  by  measures  taken  by  the  Department  of  Agriculture  to  make 
available  adequate  feed  supplies  for  increased  production  of  livestock 
products.    In  mid-January  average  prices  received  by  farmers  in  Ohio,  Indiana, 
and  Michigan  for  corn  were  about  the  same  as  the  loan  rate,  and  in  Illinois 
and  Iowa  average  corn  prices  were  about  3  cents  per  bushel  below  the  loan 
rate  • 


A  price  ceiling  was  placed  on  meat  scraps,  tankage,  and  other  animal 
byproduct  feeds  and  fish  meal  on  January  20.    The  temporary  ceiling  was  set 
at  the  January  17  level  of  prices.    A  schedule  of  prices  for  these  feeds 
will  be  announced  socn.    The  average  price  of  hay  received  by  United  States 
producers  increased  from  $J«9^  "oer  ton  September  15  to  $10.15  per  ton 
January  15.    In  thir  period  hay  prices  advanced  more  than  $5*5^  per  ton  in 
Iowa,  Illinois,  Indiana,  md  Michigan.    Hay  prices  in  the  Midwest  have  been 
affected  by  unfavorable  weather  for  harvesting  the  fall  hay  crop  and  a 
strong  demand  from  livestock  producer.!.    In  the  area  from  Michigan  and  Ohio 
on  east  to  the  coast  the  1941  hay  crop  was  generally  10  to  25  percent 
smaller  than  production  in  the  preceding  year. 

On  February  1  about  ~J0  million  bushels  of  1941  corn  had  been  sealed 
and  ISO  million  bushels  of  old  corn  remained  under  seal.     In  addition, 
about  90  million  bushels  of  corn  were  owned  b-  the  Government    in  terminal 
elevators  and  at  country  points. 

The  revised  goal  for  corn  acreage  for  19^2  announced  by  the  Secretary 
in  January  is  92.5  to  QS.O  million  acres,  5  million  acres  more  than  the 
goal  announced  in  September.    The  new  goal  provides  for  a.  10-percent  in- 
crease in  corn-acreage  allotments  in  the  commercial  corn  arsa.    A  larger 
corn  acreage  is  needed  in  1942  to  provide  plenty  of  f  sed  for  the  expansion 
in  livestock  production.    A  plan  has  also  been  announced  for  the  offering 
of  wheat  by  the  Conmodit"-  Credit  Corporation  for  feed  at  prices  comparable 
to  feed-grain  prices,  making  available  increased  -supplies  of  feed  for  poul- 
try producers  and  dairymen  in  the  Pacific  Northwest  and  in  the  ITcrth 
At  1  ant  i  c  St  ate.  s . 

HOGS 

Slaughter  supplies  of  hogs  will  decrease  seasonally  during  the  ne::t 
month  or  so.    The  winter  peak  in  hog  marketings  was  reached  in  mid- January, 
nearly  a  month  later  than  in  1940-41  when  the  market  movement  of  the  spring 
pig  crop  was  unusually  early.    The  later  movement  of  spring  nigs  to  market 
this  season  than  last  reflects  the  improvement  in  the  hog-corn  price  ratio 
during  the  past  year  and  bhe  f ood-f or-def ense  program  under  which  farmers 
were  encouraged  to  feed  hogs  to  heavj  weights. 

Ti-.e  number  of  hogs  slaughtered  under  Federal  inspection  during 
January  tot- led  5, 831 1 000  head.,  1  percent  more  than  in  December  and  29  per- 
cent mo^e  than  in  January  last  yerr .    It  was  the  fourth  largest  inspected 
hog  slaughter  on  record  for  the  month.    This  large  January  slaughter  raised 
the  tot.  .1  for  the  first  4  months  (October-January)  of  the  19lll-?:-2  marketing 
yea.r  to  about  the  same  number  as  was  slaughtered  in  the  first  4  months  of 
1940-*-'-l.     Slaughter  supplies  of  hogs  probably  will  continue  a  little  larger 
than  a  year  ee-rlier  during  the  ne::t  month  or  two,  but  the  seasonal  decrease 
in  marketings  from  rid- January  through  March  or  early  April  may  be  greater 
than  in  that  period  last  year.    3ecau.se  of  the  sharp  increase  in  the  1941 
fall  crop  and  the  prospective  large  increase  in  the  1942  spring  croi->f  mar- 
ketings next  summer  a.nd  fall  will  be  materially  larger  than  a  year  earlier. 

Hog  prices  advanced  sharply  during  the  last  half  of  January  and  in 
early  February,  reflecting  in  part  the  seasonal  reduction  in  marketings 
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after  mid-Jahuary .    The  average  price  of  "butcher  hogs  at  Chicago  for  the 
week  ended  February  7  Vf;'s  ••'12-35»  about  $1.00  higher  than  a  month  earlier 
and  nearly  $'1.50  higher  than  in  the  corresponding  week  of  19U1 .    The  recent 
advance  in  hog  trices  has  "been  reflected  in  some  improvement  in  the  hog- 
corn  price  ratio.    nhe  ratio,  bared  upon  Chicago  average  trices  for  the 
week  ended  February  7  1JC^  1^»9  compared  with  13  .9  a.  month  earlier  and  the 
long-time  average  of  11.6 

CATTLF 

The  nufber  of  long-fed  cattle  on  feed  January  1  was  finite  large,  and 
supplies  of  well-finished  slaughter  catte  throughout  the  late  winter  are 
expected  to  continue  larger  than  a  year  earlier.     Shipment?  of  feeder  cattle 
to  the  Corn  Belt  during  the  last  half  of  19^1  were  substantially  smaller 
than  in  those  months  of  19^-0,  however,  and  it  is  likely  that  supplies  of 
fed  cattle  will  "be  reduce!  relative  to  a  year  earlier  during  the  coming 
spring  and  summer.    Prices  of  well-finished  slaughter  cattle  ordinarily  reach 
a  low  point  for  the  year  about  midsummer,  but  the  spread  between  the  prices 
of  upper  and  lower  grades  of  daughter  cattle  has  been  unusuall  narrow 
during  recent  months,  and  it  is  likely  that  the  seasonal  decline  in  prices  of 
the  upper  grades  will  be  lers  pronounced  than  usual  this  spring  and  summer. 

Prices  of  slaughter  cattle,  have  not  changed  greatly  during  the  past 
month,  although  there  has  ~'een  a  moderate  widening  of  the  spread  between  the 
prices  of  the  upper  and  !o,Ter  grades.    Prices  of  slaughter  cows  and  veal 
calves  have  declined  somewhat  from  the  high  levels  reached  a.  month  earlier, 
but  -prices  of  feeder  cattle  have  advanced  moderately  since  early  January. 
Prices  of  all  grades  of  slaughter  cattle  are  now  higher  than  a  year  earlier, 
but  prices  of  well-fini shed  fed  steers  are  still  low  relative  to  -orices  of 
the  lovrer  grades  of  slaughter  cattle.    The  average  -price  of  Good  grade  beef 
steers  at  Chicago  for  the  vree,_  ended  February  7  was  $12. H5  compared  with 
$12.40  in  mid-January  and  $11.55  i-n  earlv  February  1541 . 

Marketings  of  slaughter  cattle  increased  -'oderatel  •  in  January. 
Slaughter  under  Federal  inspection  for  the  month  totaled  1,057.000  head,  5 
percent  more  than  in  December  end  19  percent  more  than  in  January  last  year. 
It  was  the  second  largest  commercial  cattle  slaughter  on  record  for  the 
month.     Inspected  calf  slaughter  during  January  was  ^  -percent  smaller  than 
in  December,  but  7  percent  larger  than  in  January  last  year. 

SHEEP  AITD  LAMBS 

Slaughter  supplies  of  -.diee^  and  lambs  are  ermected  to  be  large  for 
the  next  month  or  so  compared  with  those  a  year  earlier.    The  number  of  lambs 
on  feed  January  1  was  5  percent  larger  than  a  year  earlier,  but  inspected 
slaughter  in  January  was  a  little  smaller  than  in  that  month  last  year.  This 
ant^  renorts  from  important  lamb-feeding  arers  indicate  that  the  number  of 
sheet)  and  lejnbs  to  be  marketed  during  the  remainder  of  the  fed-lamb  marketing 
season  (through  Aoril)  is  at  le-^s-t  5  percent  larger  than  in  those  months  la.st 
year.     The  effect  of  these  prospective  larger  suoplies  upon  lamb  prices  is 
erpected  to  be  offset  b"  the  stronger  consumer  demand  conditions  this  year 
than  la.st,  however,  and  lamb  -orices  are  likely  to  continue  around  current 
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levels  during  the  next  few  months.    (Lamb  price?  freauently  advance  during 
the  late  winter  and  spring  when  supplies  are  reduced  seasonally.) 

The  early  lamb  crop  in  California  is  reported  to  be  developing  fa- 
vorably .    Pome  contracting  cf  £arly  lambs  for  March  and  April  delivery  has 
been  reported  at  prices  ranging  aror.nd  $12.30. 

Lamb  prices  have  weakened  moderately  during  the  past  few  weeks,  but 
they  are  still  higher  than  in  p.osb  weeks  of  the  past  4  years.    The  average 
price  of  Good  and  Choice  grade  slaughter  lambs  at  Chicago  for-the  week 
ended  January  7  was  $1.2.15  compared  with  the  perk  price  of  S12.75  reached 
in  early  January  and  $10.30  in  the  corresponding  week  of  1941.*.  Prices  of 
slaughter  ewes  have  advance  3  seasonally  in  the  past -few  "months,  but  in 
early  February- they  were  only  a  little  higher' than,  a  year  earlier. 

The  number  of  sheep-  and  -lamhs "'slaughtered  under- -Federal.,  inspection 
during  January  r,o'.  ;aLed  1, oil, 000  head,  3  percent-  more  than  in -December"  "but 
1  percent  J  ess -than  in  January  last  year. 

WOOL 

Military  mrenuirsments'-f  or"  wool  'will  he  large"  in  1942  but .  mill  con- 
sumption for  civilian  uses  is  being.. restricted  by  Government'  order.  The 
strong  demas  i  f  or'-wcol  ^.nd^curt ailment  of  shipping  space  available  for  wool 
imocrts  u&der  war  conditions  will  be  strengthening  factors  in  domestic  wool 
prices  in  19*42 .    With  prices  of.  domestic  wools  now  at  about  ceiling  levels, 
changes  from  -present  levels  are.  likely  to  be  moderate. 

Stocks  of  apparel  wool  held  by  dealers-  and  manuf acturers,  .including 
-wool,  afloat ,  totaled  35^  million  mounds,  on  December  3--J  in  addition,  there.  ... 
were  about  21  million  pounds  of  domestic  wool  of  the  1941  clip -still  on 
farms- and  ranches  and  in  local  warehouses  in  Western. .Sheep-States .  The 
December  31  stocks  were  114  million  pounds  larger  than  a  year-earlier  and 
about  •  50-  -percent  larger  than  average  December  31  stocks  -of'  2^!  5  r:illion-pounds 
in  the  5  years  193 5-39 •    She  reported  stocks  do  not  include-^ools  stored  by 
the  Defense  Supplies- Corporation -as  a  strategic  reserve.    With,  aa  prospective 
high  rate  of  mill  consumption  in  1942  and  the  uncertainty  of... shipping  facili- 
ties under  war  conditions,.,  large,  inventories  are  necessary  to  assure  -continu- 
ous mill  operation. 

Mill  consumption- -of  apparel  wool  in  December  established  a  new  record 
rate  of  11. 3  million  pounds  a  week,  scoured  basis.    The  December  consumption 
was  32  percent  larger  than  in  December  1940.    Consumption  on  a  greasy  shorn 
and  pulled  basis  totaled  977  million  pounds  in  1941  compared  with. 641  million 
pounds  in  19U0  and  a  5-year  average  (l?35-3Q)  of  .-.bout  575  million  pounds. 
The  194l ■  con summt ion  was  by  far  the  larger t  in  21-!  years  of  records 

Sales -of  domestic  wool  at  Boston  '-rere  relatively  small,.  In  - January  and- 
the  early  part  of  February.    Prices  were  firm  and  were  general!?7-  close  to 
the  maximums  permitted  .under  -price  regulations.    Manufacturers '  stocks  of 
raw  material  were  fairly  large  and  mills  r'ere  in  a  position  to  wait  for 
further  clarification  of*  v/rj  ne.  ,.1;  ri  mums  bfioro  taking  on  aAai  ti  onaJ  nup'.olieo. 
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DAIRY  PRODUCTS 

Production  of  milk  and  of  most  manufactured  dairy  products  is  ex- 
pected to  "be  larger  this  year  than  in  19'U  but  the  increase  in  milk 
production  so  far  in  19'+2  hp •>  been  considerably  less  than  that  needed  to 
meet  19U2  goals,    Butter  production  during  the  next  several  months  may 
continue  somewhat  smaller  than  in  the  corresponding  months  of  19HI ,  hut 
stocks  may  continue  larger.     Oove-rvjaent  purchases  oi  cheese,  evaporated 
milk  and  dry  skin  milk  fcr  export  under  the  lend-lease  program  probably 
will  continue  to  absorb  a  large  part  of  the  ir creased  production  of  these 
products.     If  butter  prices  follow  a  normal  seasonal  trend  during  1942, 
prices  would  he  somewhat  lover  during  the  summer  than  they  were  in  the 
summer  of  1941.     however,  for  the  year  as  a  whole  prices  may  average  high- 
er than  in  1942  since  the  effect  of  increased  consumer  income  on  prices 
may  more  than  offset  the  effect  of  the  expected  larger  production,  Large- 
ly as  a  result  of  the  rise  in  feed  prices,  hut t erf at— feed  price  ratios 
probably  will  continue  less  favorshle  for  butterfat  producers  during  at 
least  the  first  half  of  19^2  than  they  were  a  year  earlier .     The  ratio  of 
prices  paid  "by  condenseries  for  milk  to  feed-grain  prices  also  may  he  less 
favorable. 

The  price  of  92-score  butter  at  Chicago  declined  from  36. 0  cents 
on  January  13  to  3^*75  cents  on  February  10,  hut  has  not  declined  as  much 
this  year  from  the  seasonal  peak  as  in  most  recent  years.     In  late  Janu- 
ary and  early  February  the  Surplus  Marketing  Administration  reduced  its 
paying  price  for  evaporated  milk  by  20  cents  per  case  and  for  Cheddars  on 
the  Wisconsin  Cheese  Exchange  by  1-1/2  cents  per  pound. 

Total  milk  production  on  February  1  was  3  to  4  percent  larger  than 
on  the  same  date  in  1941  out  the  production  per  cow  was  less  than  1  percent 
larger.    Mainly  as  a  result  of  .  the  continued  diversion  of  milk  from  butter, 
the  production  of  evaporated  milk  in  December  was  93  percent  larger  than  a 
year  earlier  and  cheese  production  was  51  percent  larger.    Butter  produc- 
tion, on  the  other  hand,  was  7  percent  smaller. 

POULTRY  PRODUCTS 

Egg  prediction  will  increase  seasonally  until  April  and  will  con- 
tinue much  larger  than  a  year  earlier.    The  rate  of  production  per  layer 
on  February  1  was  5  percent  larger  than  the  previous  record  high  for  that 
date  in  1941.     -lie  number  of  layers  on  farms  was  about  9  percent  larger 
than  a  year  earlier,  making  the  total  egg  outpat  on  that  date  about  14 
percent  larger  than  on  February  1,  1941.     The  goal  established  for  egg 
production  in  1942  is  13  percent  above  the  1941  output.    The  larger  cur- 
rent production  is  "being  reflected  in  much  heavier  receipts  at  primary 
markets,  hut  because  of  the  heavy  egg-drying  operations  in  producing  areas 
the  receipts  of  shell  eggs  at  terminal  markets  have  been  smaller  than  in 
early  1541. 

Egg  prices  declined  during  the  past  month  mostly  as  a  result  of  the 
increase  in  marketings.    The  price  of  fresh  firsts  at  Chicago  in  mid-Febru- 
ary was  about  6  cents  lower  than  in  mid-January  but  about  11  cents  or  two- 
thirds  higher  than  a  year  earlier.     The  stronger  demand  for  eggs  this  year 
has  been  sunn lemen ted  in  recent  weeks  by  purchases  of  shell  eggs  by  the 
Department  for  price  support  in  addition  to  the  need  for  lend-lease  pur- 
poses.   During  the  first  6  weeks  of  this  year  the  Department  purchased  the 
equivalent  of  about  1.7  million  cases  of  eggs  and  dried  egg  products. 
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Despite  the  decline  in  egg  prices  and  a.  further  rise  in  feed  prices  the 
feed-egg  ratio  "based  on  wholesale  prices  at  Chicago  is  more  favorable  than 
a  year  earlier  or  than  average. 

Current  supplies  of  chicken  meat  are  larger  than  a  year  ago.  Stor- 
age stocks  of  poultry  on  * ebruary  1  were  7  percent  larger  than' on  February 
1  last  year  and  production  of  commercial  "broilers  is  continuing  at  a  record 
level.    Partly  as  a  result  of  these  large  supplies,  especially  of  young 
birds,  chicken  prices  have  not  advanced  as  much  during  the  past  year  as 
prices  of  some  other  meats.     The  average  retail  price  of  roasters  in  the 
United  States  in  January  was  7  percent  higher  than  a  year  earlier  whereas 
retail  prices  of  various  cuts  of  pork  were  25  to  30  percent  higher  than  in 
January  last  year.     The  price  of  young  chickens  also  is  continuing  low  rela- 
tive to  the  price  of  hens. 

A  further  increase  in  the  number  of  chickens  raised  on  farms  is  ex- 
pected this  year.     On  February  1  farmers  indicated  they  intended  to  pur- 
chase about  12  percent  raore  baby  chicks  this  year  than  they  purchased  in 
19^1.     These  inte  at ions  may  be  changed,  however,  depending  on  the  relation- 
ship of  egg  prices  to  feed  prices  in  the  major  hatching  season  (March-May). 
Supplies  of  chicken  for  the  year  as  a  whole  very  likely  will  be  the  largest 
on  record. 

POTATOES  ASD  SvfiSETPOTATOlS 

The  prices  of  potatoes  at  shipping  points  and  terminal  markets  were 
steady  to  slightly  higher  during  late  January  and  early  February.  The 
smaller  supplies  of  potatoes  in  prospect  for  the  first  6  months  of  19M-2  as 
compared  with  last  year,  and  the  increased  purchasing  power  of  consumers, 
have  resulted  in  a  level  of  prices  1  dollar  or  more  per  100  pounds  higher 
than  a  year  ago.    Merchantable  stocks  of  potatoes  on  hand  on  Jaxmcxy  1  were 
105  million  bushels  as  compared  to  almost  112  million  bushels  on  January  1, 

The  acreage  of  early  potatoes  in  Florida  and  Texas  is  estimated  at 
2^,100  acres,  practically  the  same  as  in  19^1.     Reports  from  growers  in 
the  intermediate  States  on  their  intentions  to  plant  indicate  a  probable 
acreage  of  62,900  for  the  intermediate  areas,  comoared  with  69,700  acres 
harvested  in  19^1.    Present  indications  are  that  total  plantings  of  all 
early  potatoes  will  be  less  than  in  19U1  and  probably  near  the  1931-^0 
average  acreage.     Price  prospects  based  on  these  data  indicate  that  prices 
of  Early  potatoes  during  the  spring  months  probably  will  remain  well  above 
price---,  prevailing  a  year  earlier.    Higher  -prices  for  -potatoes  throughout 
19^2  are  indicated  by  supply  and  demand  conditions  as  well  as  by  Government 
plans  for  price— support  to  encourage  the  increase  in  production  desired  in 
the  late  .States. 

Prices  of  sweetpotatoes  were  steady  during  recent  weeks  and  showed 
little  seasonal  increase.     Prices  in  general  were  near  those  of  a  year  ear- 
lier, with  indications  that  they  will  not  rise  much  above  1941  averages 
during  the  spring  months.     Slight  increases  in  nlantings  expected  for  19^-2 
may  offset  to  some  degree  the  price  increases  which  will  result  from  the 
general  trend  toward  a  higher  level  of  food  prices. 
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DRY  EDIBLE  BIANS 

Prices  for  dry  edi"ble  "beans  continue  at  a  high  level,  although  pro- 
duction in  19Ul  was  the  largest  on  record.     A  substantial  further  increase 
in  production  is  expected  for  19*42  ir  response  to  the  relatively  high 
prices.    The  average  price  received  by  fanners  in  January  was  $4.92  per  100 
pounds  compared  with  $2.73  a  rear*  earlier.     In  addition  the  Government  has 
assured  growers  that  minimum  prices  for  the  I9H -  crop  will  he  $4.75  Per 
100  pounds  for  U.  S.  No.  1  and  for  I.o.  2  f.c.b.  country  shipping 

points.  Since-  product  ion  of  white- beans- already  increased  sharply  in  19^1. 
the  largest  percentage  incr-eases  for  19^2  are  expected  to  be  in  the  colored 
and  miscellaneous  varieties. 

Large  increases  in  the  acreage  and  production  of  dry  -field  peas  are 
in  prospect-  for  19^2.    Price  support  has  been  announced  at  not  less  than 
$5.-2S  per  100  pounds  for  U.  S.  Wo.  1  and  $5  for  No.  2  f.o.b.  country  ship- 
ping points.    These  prices  should  encourage  greatly  increased  production 
to  meet  the  large  demand  resulting  from  Government  purchases  .and.- expanding 
consumer-  income. 

TRUCK  CROPS  ' 

Acreages  of  winter  truck  crops  are  in  general  near  taoso  of  last 
year,  except  for  marked  increases  in  cabbage  and  tomatoes,  and  decrease-s  in 
snap  beans  and  green  peppers.     Shipments  of  snap  b°ans,  peppers,- and  egg- 
plant from  Florida  are  exoected  to  be  limited  until  March  as  a  result  of 
acreage  losses  and  poor  crop  conditions  following  January  rains.  Although 
the  indicated  Florida  crop  of  tomatoes  of  1,233,000  bushels  is  considerably 
larger  than  lost  year's  harvest,  production  is  indicated  to  be  28  percent 
smaller  than  the  10-year  (193I-U0.)  averagi  of  1,72*5,000  bushels.  Shipments 
of  tomatoes  will  be  moderate  until  March  and  prices  probably  will  continue 
relatively  high;     The  general  prospect  for  most  truck  crops  is  that  prices 
probably  will  average  near  those  of  last  spring. 

Terminal  market  -prices  of  several  truck  crops  declined  during -late 
-January  and  early  February.     Cabbage  and  lettuce  prices  drcpTned  sharply  after 
large  shipments  from  the  winter  vegetable  areas  which  had  been  temporarily 
held  back  by  cold  and  wet  weather  came  on  the  northern  markets.  -Production 
ef  early  cabbage  was  indicated  on  February  1  at  373.0°°  tons,  compared  to 
the  1941  production  of  219,500  tons  and  the  10-year  ( 1931-^0)  average  of 
232,000  tons.    Prices  of  snap  be->ns,  on  the  other  hand,  experienced  a  de- 
cided increase  after  heavy  rains  on  January  19  and  20  reduced  the  indicated 
Florida  crop  by  32  percent.  Carrot  prices  also  held  to  relatively  high  levels. 

In  general,  market  prices  were  near  or  slightly  above  prices  of  a 
year  earlier.     Cabbage,  carrots,  cauliflower,  celery,  and  eggplant  brought, 
higher  prices  than  in  194l,  with  only  spinach  and  lettuce  conspicuously 
lower . 

FRUITS 

The  carry-over  of  California  canned  fruits  at  the  brginning  of  the 
19^2  canning  season  may  be  smaller  than  usual,  and  may  be  the  smallest  in 
the  last  7  years.     The  demand  for  fruit  for  canning  will  be  greater  this 
year  than  last  If  tin  sur-nlios  ore  adeqnnto-.    Total  stocks  of  California 
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canned  fruits  on  January  1,  19^2,  were  about  9  percent  smaller  than  on  the 
same  date  a  year  earlier  although  supplies  at  the  beginning  of  the  1941-42 
season  were  13  percent  larger  then  at  the  beginning  of  the  previous  season. 
Shipments  of  California  canned  fruits  from  June  1  to  January  1  totaled  17 .7 • 
million  cases  compared  with  13 . 7  million  in  the  comparable  period  a  year 
earlier,  and  were  the  large? I  June  to  January  shipments  on  record. 

The  out— of— storage  movement  of  apples  in  January  totaled  ^.b  million 
bushels  and  on  February  1  there  were  20.1  million  bushels  in  cold  storage 
compared  with  23,0  million  bushels  on  January  1.  19^-1.     Included  in  the 
total  cold  storage  holdings  on  January  1,  1942  are  1.8  million  bushels 
owned  by  the  Surplus  Marketing  Administration.     The  Administration  purchased 
roughly  9^.000  bushels  of  apples  in  January  compared  with  900,000  bushels 
purchased  in  January  19Hl.     Auction  prices  of  all  leading  varieties  of  West- 
ern apples  decreased  contra-seasonally  in  January.    The  change  in  the  price 
of  Washington  delicious  was  responsible  for  a  large  part  of  the  contra— sea- 
sonal movement.    Market  prices  of  Eastern  and  midwestern  apples  continue 
to  increase  relative  to  those  of  a  year  earlier. 

On  February  1  the  production  of  oranges  and  grapefruit  in  the  1941-42 
season  was  estimated  to  total  84.4  million  and  41.4  million  boxes  respect- 
ively.    In  the  previous  season  orange  production  totaled  34.1  million  boxes, 
and  grapefruit  production  totaled  43. 0  million  boxes.    Auction  prices  of 
California,  navel  and  Florida,  oranges  in  the  first  week  of  February  averaged 
below  prices  in  the  comparable  period  a  yaar  earlier.,  and  prices  of  Florida 
grauefruit  averagc-d  aoove  prices  in  the  same  week  last  year. 
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9  2 

70 
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118 

59 

89 

1  0  1A 

/  D 

oo 

74 

77 

93 

94 

96 

90 

123 

128 

70 

106. 

1935 

87 

93 

86 

87 

99 

100 

98 

108 

125 

130 

83 

.119 

i  yjo 

i  n  i 

1U  X 

99 

100 

100 

10 1 

99 

1 14 

124 

129 

88 

139 

1 937 

113 

111 

118 

117 

107 

105 

103 

121 

130 

134 

90 

148 

1  O  IB 

no 

O  1 

0  1 

9  1 

98 

OA 

101 

95 

122 

127 

75 

129 

1939 

108 

102 

106 

105 

96 

95 

99 

93 

121 

127 

73 

132 

1  OA  ft 

i  oi 

i  in 

1  00 

119 

98 

97 

100 

98 

123 

128 

77 

141 

194 19 

1 C  £ 

1  in 

171 
1/  Z 

ID  Z 

inn 

J.UO 

105 

105 

122 

130 

134 

9 1 

188 

1940- 

Dec . 

139 

119 

142 

oo 

07 

i  n  i 

101 

123 

128 

79 

156 

1941- 

Jan. 

140 

121 

14  c 
145 

loo 

inn 

Ofi 

10 1 

104 

123 

128 

81 

158 

Feb. 

144 

121 

146 

1  TO 

1UU 

OA 

10 1 

103 

123 

128 

80 

IS  3 

Mar  ■ 

147 

122 

1  ±  7 

14  1 

1*T  1 

in  1 

98 

10 1 

103 

124 

129 

80 

161 

Apr . 

144 

1  oc 
i  zo 

19  J 

14  0 
A**  x 

103 

10 1 

102 

110 

124 

129 

85 

169 

May 

154 

128 

104 

1  K  7 
13  / 

102 

103 

112 

125 

130 

86 

176 

June 

159 

131 

17!) 

lO  / 

1  fiA 

106 

105 

1 18 

128 

132 

89 

175 

July 

160 

136 

182 

17  1 
1/  J 

1  lfi 

107 

105 

125 

130 

133 

94 

179 

Aug . 

160 

136 

183 

174 

112 

108 

106 

131 

133 

136 

96 

186 

Sept . 

161 

135 

187 

177 

114 

111 

108 

139 

136 

138 

101 

200 

Oct. 

163 

136 

189 

178 

115 

112 

109 

139 

139 

141 

99 

203 

Nov. 

166 

137 

192 

180 

115 

113 

110 

135 

141 

143 

94 

205 

Dec.  9 

168 

137 

197 

184 

116 

113 

110 

143 

143 

144 

99 

244 

1942 

Jan.  9 

170 

118 

149 

146 

146 

102 

Vederal  Reserve  Board,   adjusted  for  seasonal  variation.     Revised  September  1941. 

2Bureau  of  Labor  Statistics,  adjusted  for  seasonal  variation  and  converted  from  the  1923-  25  base  (employment 
adjusted  by  Federal  Reserve  and  pay  rolls  by  Bureau  of  Agricultural  Economics). 

3Adjusted  for  seasonal  variation.     Includes  factory,   railroad,   and   mining    employees.     Revised  November   1941.  To 


convert  to  1924-  29  base,  multiply  by  78.0744  percent 

^Bureau  of  Labor  Statistics,  1926 

5Bureau  of  Labor  Statistics. 

6Bureau  of  Labor  Statistics. 
In  large  cities. 

7  August   1909- July  1914  =  100 


100  converted  to  1935-39  =  100  by  multiplying  by   124.069  percent. 
Index  numbers  of    cost    of  goods  purchased  by    wage    earners  and  low- sa 1 ar ied  workers 


'Adjusted  for  seasonal  variation,  converted  from  19  24-  29  =  100  to  1910-14  =  100. 
Vrel  iminary. 


Hote 

index  numbers 


In  comparing  trend,  between  Industrial  production    and    industrial  workers'  income     a.  * »   'J?  •b"3 

Id  be  taken  of  the  fact  that   income  of  railway  workers,    as    well    as  incomes  of 


notice  shoul 


factory  workers,    is  included  in  t 


he  index  of  industrial  workers'  income,  whereas    the    industrial  production  index  is 


volume  of  production  and  similar  changes  in  employment  and  in  workers  income. 


